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PERSPECTIVES 


GRICULTURAL EXPORTS FROM THE UNITED STATES in fiscal 1990 are 

expected to be at a higher volume than in the year before, but the value will be 
slightly lower. The latest forecast, by USDA’s Economic Research Service, is for an 
export value of $38.5 billion, $1.2 billion less than total value of farm exports in fiscal 
1989, which ended September 30. The predicted income is $500 million more than was 
predicted in the previous forecast last December. 


Agricultural imports to the United States are expected to be at about the same value 
as in fiscal 1989, $21.5 billion. Before the severe freeze in Florida and Texas devastated 
the fruit and vegetable growers last December, imports were expected to be about $500 
million dollars less. Major beneficiaries of the freeze were the foreign producers of 
vegetables, fruit, and juices. 





The surplus in the balance of agricultural trade will drop slightly, from $18.2 billion in 
fiscal 1989 to $17 billion this year. The decline in value is attributed to the lower prices 
anticipated for grains and oilseeds—enough of a change, the forecasters say, for the 
total value of agricultural trade to drop for the first time since fiscal 1986. 





The good news is for coarse grains (feed grains). World demand appears to be slightly 
higher than expected, and the United States is seen as capturing a larger share of the 
export market, particularly for corn. Also in the coarse grain group are barley, oats, rye, 
sorghum, and related grain products. Expected export volume for the group is 66.5 
million metric tons, up about 11 percent from the levels recorded for fiscal 1989. Corn 
export volume is predicted to reach 58 million metric tons, up about 15 percent. 
Forecast values are $7.3 billion for coarse grains as a group and $6.4 billion for corn 
alone. Compared with export values in 1989, the expected values are down $100 million 
for all the coarse grains, up $300 million for corn. 





The shift in agricultural sales is largely the result of increased volume and lower prices 
for grains and oilseeds, which had been in reduced supply in 1988. Demand for 
high-value and consumer-oriented products, such as processed meats and fresh fruits 
and vegetables, is expected to dampen this year. The shift has been attributed in part 
to the slower growth among the developed nations, which account for two-thirds of 
world economic activity. Growth among the group as a whole was 3.4 percent in 
calendar 1989, compared with 4.3 percent in 1988, and it is expected to fall below 3 
percent this year. 





Public and private consumption as well as business investment were down last year 
among the developed nations, and the money supply tightened in both the United 
States and West Germany, raising interest rates. The change in the United States was 
enough to lower domestic consumption and investment activities, and the U.S. econ- 
omy is expected to be weaker in 1990 than it was in 1989. If the change is sufficient to 
make consumers wary, they may change their eating habits. Revised ERS estimates 
on world agricultural supply and demand were scheduled to be published April 10. 





—Al Veerhoff 
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Green Revolution 
is Not Over Yet 


the 1990's, food production in poor 
nations may get a bigger boost from 
technologies developed decades earlier 
than from emerging biotechnologies. 
How effectively developing nations use 
these Green Revolution technclogies— 
enhanced and extended by the newer 
biotechnologies—will help determine the 
future demand for U.S. food assistance. 


What is already clear, however, is that “the 
full benefits of the Green Revolution have 
not been felt,” says economist Mary 
Knudson of USDA's Economic Research 
Service. 

The core of the revolution was the develop- 
ment and dissemination of sturdy and high- 
yielding varieties of wheat and rice in 
Mexico and Asia during the 1950’s and 
1960's. Other crops helped by the use of 
new plant germplasm sources and hybrid- 


Many poor nations have 
yet to update their 
farming techniques or 
try new crop varieties. 


ization techniques were corn, sorghum, 
field beans, groundnuts, cassava, and 
potatoes. Moreover, the revolution referred 
to a battery of other technologies involving 
chemical inputs, irrigation, new tillage prac- 
tices, and improved management tech- 
niques. 

From the first experiments, says Knudson, 
the revolution spread to become success- 
ful—sometimes spectacularly so—in a 
number of nations. 


“High-yielding varieties of wheat have been 
widely adopted in Bangladesh, India, 


Nepal, Pakisian, Guatemala, Mexico, and 
Argentina,” says Knudson. “Improved rice 
varieties have been adopted in much of 
Asia, and improved corn varieties are com- 
moniy used in the United States, Europe, 
South America, and some African coun- 
tries.” 


Impressive Gains 

Since the mid-1960's, average world yields 
have risen 65 percent for grains and 24 
percent for roots and tubers, says 
Knudson’s colleague, ERS economist Mar- 
got Anderson. In Asia, the gains were 80 
percent and 57 percent, respectively. 
Yields also increased in Africa, but the 
improvements for grains were below the 
world average: The continent has a rela- 
tively small area under irrigation, and many 
of the new grain varieties require frequent 
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For the countries caught up in the Green 
Revolution the benefits swiftly swept 
beyond the farm sector in the form of low- 
priced food for consumers. 


Some countries not only became more self- 
sufficient in food production but also were 
able to achieve more consistent output, 
expand their exports, and raise per capita 
income, Anderson says. 


These benefits were not universal, how- 
ever. Many countries were left behind in the 
wake of the Green Revolution. 


“Due to differences in farming systems, cli- 
mate, soils, and institutions, benefits were 
spread unevenly among countries,” savs 
Anderson. “Considerable potential for 
regions bypassed by the first round of high- 
yielding varieties exists.” 


The emphasis of these technologies was 
itself a factor in limiting the reach of the 
revolution. 


“The Green Revolution has been criticized 
for encouraging input-intensive agriculture, 
neglecting locally important crops, and 
bypassing severely impoverished regions,” 
says Knudson. “In addition, some critics 
argue that Green Revolution-type technol- 
ogy is more accessible to successful, large 
farmers who adopt these methods at a 
faster rate than smaller farmers.” 


The technology was not applied to some 
crops, such as millet, and to some areas, 
such as sub-Saharan Africa, which lacked 
research facilities and irrigation systems, 
Knudson says. “Also, the rainfall drylands 
where agricultural production is highly 
uncertain, in such places as sub-Saharan 
Africa, were studied less than more fertile 
areas were.” 


Some of these problems are being over- 
come, Knudson says. 


“Improved hybrids of millet and sorghum 
were developed for the semiarid areas of 
India during the 1960’s and by the 1980’s 
had spread widely,” she says. “Some 
hybrids have recently been adopted in 
Africa and have resulted in yield increases 
for these two important staple crops.” 
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Moreover, “demand for U.S. hybrid corn 
seed in South America is also growing. 
Hybridization research by several private 
and public research centers has recently 
led to new, high-yielding rice varieties 
suited for temperate China, and to a rela- 
tively new crop, triticale, which allows cool 
and acid soil areas to grow grain that for- 
merly could not.” 


Crop varieties more tolerant of aluminum 
and drought are projected to be released 
and to expand crops to other areas, 
Knudson says. For example, wheat varie- 
ties are being developed suitable for the 
tropics. Soils in many tropical areas contain 
traces of soluble aluminum that bar the 
cultivation of crops. 


Even so, says Anderson, “these countries 
can benefit only if the proper incentives and 
required inputs, like fertilizer, are available. 
The countries that are likely to profit most 
are East Asian countries, particularly 
China, because they have more marketlike 
incentives that promote agricultural 
research and distribute the results.” 


Other nations will need help in order to 
realize further gains. 


“Many nations can’t afford to invest in farm 
research,” says Knudson. “African nations, 
in particular, need to invest in agricultural 
research, water resource development, 
input production and distribution systems, 
grain marketing, and storage facilities. 
However, some increased research activity 
will come from a growing private sector.” 


Knudson notes that “these crops and 
regions may offer smaller markets and 
sharper agronomic challenges, but biotech- 
nology offers possible solutions.” 


Joining Technologies 

In fact, linking the old with the new—the 
Green Revolution and emerging 
biotechnologies—holds out the promise of 
sustaining agricultural growth in the world. 


Conventional farming technologies focus 
on increasing output per unit of input (land, 
labor, and capital) in a specific commodity. 
Often these technologies, as the Green 


Revolution has shown, are interrelated. 
Yields of wheat, rice, corn, beans, cassava, 
sorghum, potatoes, and pearl millet con- 
tinue to improve. New strains developed 
through genetic manipulation, on the other 
hand, may increase yields, expand the pro- 
duction area for some crops, stabilize yield 
under drought and heat conditions, and pro- 
vide resistance to disease and insects. 


“World agriculture operates at several tech- 
nological levels simultaneously,” Anderson 
says, “depending on the resource 
availabilities and costs.” Rice yields, for 
example, range from about 2 tons per acre 
to more than 9.5 tons per acre. 


“The lessons from the Green Revolution 
demonstrate the effect appropriate technol- 
ogy and good institutional infrastructures 
have on technology transfer,” says 
Knudson. “The impact of technology 
depends on a country’s ability to direct 
research and development and distribute 
technology.” 


She adds that while “the gains in agriculture 
in some areas are lagging behind food 
demand and population pressure, there will 
be continued technological improvements 
in crops and livestock that should be widely 
adopted and should foster continued agri- 
cultural productivity increases.” L] 


[Based on information provided by econo- 
mists Mary Knudson and Margot Anderson 
of the Resource and Technology Division, 
Economic Research Service.] 





FmHA Loan Policies 
Are Up for Review 


See - .. 


Middletown Valley Bank 


ive years after Congress required the 
Farmers Home Administration (FmHA) 
to put more emphasis on guaranteeing farm 
loans by commercial lenders than on lend- 
ing directly to farmers, federal legislators 
are reexamining the lending-policy change. 


Farm programs are under review this year 
because many—excluding FmHA’s—will 
expire, and lawmakers are preparing an 
omnibus farm bill to replace the Farm Secu- 
rity Act of 1985. Their concerns about 
FmHA have centered on how extensively 
the agency should provide credit assis- 
tance through loan guarantees and how the 


guarantees can best be provided. 





Since 1985, use of loan 
guarantees has fallen 
short of expectations. 





FmHA is the federal government's largest 
direct lender. Through some 2,200 offices, 
it assists some of the nation’s poorest credit 
risks among farmers and thus plays an 
important role in providing rural America 
with affordable credit. Since 1972, the 
agency has had the authority to guarantee 
loans to farmers by cooperative and com- 
mercial lenders. That practice began to rise 
in the early 1980's, and it zoomed when the 
Food Security Act mandated that FmHA 
focus its delivery of credit assistance 
through the use of guaranteed loans. Now 
the program makes up more than half of 
FmHA’s annual loan obligations, says 
economist Steve Koenig of USDA's Eco- 
nomic Research Service. 


Loan guarantees grew from about $71 mil- 
lion in fiscal 1983 to $1.6 billion in 1986. 
While the total amount of guarantees has 
not increased since then, Koenig says, the 
guarantees have outpaced the agency's 
direct loan activity. Loans issued and 
administered directly by FmHA dropped 
from $4.8 billion in 1985 to $1.0 billion in 
1989. 


The shift to greater reliance on loan guar- 
antees has not come without some prob- 
lems. Delinquency and losses on 
guarantee loans have increased somewhat 
and lenders’ use of the program has not met 
expectations. The amount of loan guaran- 
tees issued each year has been less than 
what Congress has authorized. In fiscal 
1989 only 35 percent of the amount author- 
ized was obligated. 


Furthermore, FmHA loan guarantees may 
not serve the most needy farmers. Farmers 
receiving loan guarantees tend to be more 
creditworthy than direct borrowers. Some 
farmers can have difficulty finding private 
lenders who are willing to make loans even 
with federal guarantees, says the econo- 
mist. 


Lowering Federal Costs 

Koenig says that Congress mandated the 
shift to loan guarantees to reduce federal 
credit costs and to help FmHA concentrate 
on managing its direct loans. A variety of 
other factors also caused the cutback in 
direct lending. 


Federal farm programs and a reviving farm 
economy, for example, pushed up farmers’ 
incomes and lowered their credit needs. 
Payments to farmers—from the various 
crop programs, the Conservation Reserve 
Program, and the Dairy Termination Pro- 
gram—increased from about $8 billion in 
1985 to nearly $17 billion in 1987. Lower 
farm operating expenses helped cut the 
need for credit as did a growing farmer 
wariness toward holding debt. 


Koenig says that the guarantee program 
should appeal to lenders because they can 
recover up to 90 percent of any loss suf- 
fered on a defaulted loan. This reduction in 
the risk of lending money allows lenders to 
continue financing a farmer during periods 
of economic stress. Also, through an inter- 
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est-rate buydown program, lenders can 
assist borrowers with temporary cash flow 
problems by receiving matching interest- 
rate reductions from FmHA. 


The guaranteed portion does not count 
against a commercial bank's legal lending 
limit, and thus the bank can issue more 
loans. Moreover, lenders can recover liq- 
uidity—more money to lend to farmers—by 
selling the guaranteed portion of the loans 
through secondary credit markets. 


Koenig says lender participation in the 
guarantee program is fairly broad, although 
most of the guaranteed loans appear to 
have been issued by private lenders seek- 
ing financing for existing, credit-risky bor- 
rowers. He says 2,274 agricultural lenders 
issued a total of 8,247 FmHA guaranteed 
loans in the fiscal year ending September 
30, 1988. 


Commercial farm banks were the biggest 
group of participants, with 1 out of every 3 
farm banks issuing at least one FmHA guar- 
anteed loan. Banks accounted for 80 per- 
cent of FmHA’s loan guarantees in fiscal 
1988. The Farm Credit System (FCS)— 
including the Production Credit Associa- 
tions, which finance farm operations, and 
the Federal Land Banks, which issue loans 
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for farm ownership—was the next biggest 
player. About half of the FCS institutions 
were involved in 1988. They issued about 
18 percent of the guaranteed loans. Credit 
unions and savings and loan associations 


also made loans, but they were active only 
in a few local markets, Koenig adds. 


The transition to FmHA loan guarantees 
has had some problems. First, only 56 per- 
cent of the rural counties in this country 





were served by banks participating in the 
guarantee program during 1988. Koenig 
Says producers in some areas of the coun- 
try may have trouble obtaining credit 
because loan guarantees are not readily 
available. 


Second, contrary to expectations, few 
FmHA borrowers with outstanding direct 
loans have refinanced with private credit or 


guaranteed loans. Koenig adds that many 
of these borrowers are in such poor finan- 
cial shape that private lenders are reluctant 
to refinance such borrowers, even with a 
90-percent loan guarantee. If the govern- 
ment wants to ensure that these producers 
remain in farming, it will have to continue to 
provide them some amount of assistance 
through direct loans, he says. 


Few financially strong FmHA borrowers 
have made the switch because guaranteed 
loans would cost more and have tougher 
qualification requirements. In addition, 
farmers may fear that in event of a default, 
& commercial lender would be more likely 
to foreclose on a borrower than would 
FmHA. (Until last November, a class-action 
lawsuit had blocked FmHA foreclosures for 
most of the last 7 years.) 
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Third, participating lenders tend to use the 
guarantee programs to help their current 
borrowers rather than to finance new 
customers, such as beginning farmers. If 
FmHA’s direct lending is pared further, 
these high risk farmers could face less 
access to credit without a well working guar- 
antee program. 
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Finally, some lenders cite delays in pro- 
cessing applications and cumbersome 
administrative procedures as hindering par- 
ticipation in the guarantee program. Many 
lenders remain unaware of the advantages 
loan guarantees provide them and their 
farm customers, Koenig says. 


Widening the availability of loan guarantees 
is one of the issues Congress is expected 


to address in the next farm bill. Koenig says 
further incentives may be given to lenders 
to encourage greater program participation. 
With greater participation, lenders will ben- 
efit from the reduced financial risk, and 
more guaranteed credit will be available to 
needy farmers. The overall credit market 
may strengthen because experienced pri- 
vate lenders will be more effective both in 
selecting financially sound borrowers and 
issuing loans that more closely mirror mar- 
ket conditions L] 


[Based on information provided by Steve 
Koenig, Agriculture and Rural Economy 
Division, Economic Research Service.] 


Not All Rural Counties Were Equally 
Served by the Guarantee Program 


Percent of counties 
with number of participating lenders: 


Total number of rural counties with farmers participating in 
the program: 2,383 
Source: FmHA 











ow would you describe U.S. agriculture 
in the 1980's? 


Volatile? Hectic? Nerve-racking? It was 
perhaps the worst of times—and the best. 
At various times in the 1980's, this country’s 
farm sector experienced such highs and 
lows as: 


@ The worst farm recession in 50 years. 
@ Record high farm income. 


@ The most devastating drought in half a 
century. 


@ A boom in exports. 


@ The largest accumulation of farm debt on 
record. 


@ An epidemic of farm bankruptcies. 
@ Awidespread melting away of assets. 


@ Astrong 3-year recovery in income and 
asset growth to end the decade. 


Of course, some parts of the farm economy 
did better than others. A few saw mostly 
good times and others 
mostly bad. 


Those 10 years also 
were the first 10 years 
of Farmiine magazine. 
The first issue came off 
the press in April 1980. 
Obviously, it was a fas- 
cinating 10 years for 
artists who have pro- 
duced the more than 
110 issues of the mag- 
azine. 


Farmiine chronicled 
and analyzed the tur- 
moil and progress of 
the 1980's, even tried 
to predict the future. It 
did so because its mission is to publish the 
highlights of research and analysis by the 













Farmline’s 10-Year History: | 
A Chronicle of Hectic Times 





The magazine has sought 
to provide its readers 
with easy-to-use 
economic information. 


economists and other specialists of 
USDA's Economic Research Service. 

U.S. agriculture is much changed from 10 
years ago. Just consider some of the terms 
we now use in discussing what goes on in 
the farm sector: 


EEP, CRP, Farmer Mac, biotech, market- 
ing loans, PSE's, FTA, TEA, LISA, generic 
certificates, GSM, bST, GATT, FCRS. 


You didn't read much about such things in 
those first few issues of Farmiine. Many of 
the terms are brand new since 1980. Some 
have been around but were little noted until 
recently. 

Of course we're still writing about the same 
animals, farmers and 
ranchers, land and 
weather. That's what 
we are concerned with 
here at Farmiine. 


Recall a few facts and 
figures from the 
1980's: 
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Farmiand values hit a record high of $823 


per acre nationwide in 1982, lost one-third 
of that over the next 5 years, then begana — 
recovery that recouped nearly 20 percent of — 
the loss in 2 years, boosting the national — 


average to $597 by 1989. Some states 
experienced much greater extremes than 
the averages. 


Those numbers are one reflection of the 
farm recession—which was closely tied to 
international conditions. Ons oi ie major 
trends of the 1980's was the globalization 
of U.S. agriculture. With some 30 percent 
of U.S. farm production going overseas, 
economic conditions in far-off corners of the 
world often have as much effect on U.S. 
farmers’ well-being as conditions here at 
home. 


Economic Up and Downs 

This country exported 163 million tons of 
farm products in 1980 but only 110 million 
tons in 1986. The value of the exports was 
almost $14 billion less in 1986 than in 1980. 
Most of the loss has been made up by now. 


Total U.S. farm debt was $153.3 billion in 
1987, more than $25 billion less than in 
1980. U.S. agriculture’s assets fell from 
$1.1 trillion 
in 1980 to 
$845 billion 
in 1985. 
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in 1980 and about $50 billion in 1989. 


Government programs and policies of the 
1985 Food Security Act helped the farm 
sector make it through the hard times. many 
officials believe. The cost was substantial. 
Direct government payments to farmers 
ranged between $10 billion and $16.7 bil- 
lion annually during the last 4 years of the 
1980's. 


The past decade saw the continuation of 
trends toward fewer farms, larger farms 
(although this trend may be siowing), and 
more off-farm jobs for farmers. 


Farmiine’s Monthly Price Monitor provides 
these comparisons for prices farmers 
received between January 1981 and 
December 1989: 


$4.22 and $4.37 per bushel, soybeans 
$7.54 and $5.67 per bushel, cotton 77.8 
cents and 63.6 cents per pound, Choice 
steers $63.11 and $75.09 per hundred- 
weight, barrows and gilts $42.36 and 
$50.82 per hundredweight, and broilers 52 
cents and 51 cents per pound. 


Total harvested acreage of corn, wheat, 
and soybeans was about 212 million acres 


in 1980 and 187 million acres in 1989. Sur- 


plus production was one of the problems of 
the 1980's. 


Topics covered by Farmiine have changed 
over the years, although many basic issues 
are dealt with regularly. 


Stories featured in 1980 included: the 
barge transportation, trade with China, farm 
safety, futures trading, machinery sales, 
technology, inflation, and of course, 
exports. 


A sampling of 1989 topics shows: Third 
World debt, the Export Enhancement Pro- 
gram, irrigation subsidies, grazing fees, rice 
marketing, specialty produce, South Korea, 
Eastern Europe, the Soviet Union, low- 
input farming, the drought, rural develop- 
ment, environmental goals, the egg 
industry, crop insurance, and horticulture. 


One noticeable change in the magazine is 
the addition of more charts, graphs, photo- 
graphs, and other graphic elements since 
the early years. And Farmline now regularly 
provides its readers with publication sched- 
ules of the numerous ERE reports and a 
listing of names and phone numbers of 
economists and analysts who can provide 
our readers more specific iniormation on 
just about any agricultural or rural topic. 


Farmiineis a “popu- 
lar,” aS opposed to 
technical, publica- 
tion. Its stories are 
written in newspa- 
per style. Farm pub- 
lications and news 








services are encouraged to reprint stories 
and graphs from the magazine, and are 
furnished such materials through the 
Farmiine News Service. 

Objectivity is an important part of the 
Farmiine way of presenting information. 
The ERS and USDA leadership is commit- 
ted to the principle that all viewpoints on an 
issue should be presented because effec- 
tive decisionmaking depends on an impar- 
tial appraisal of all the pertinent information. 
A basic goal of Farmiine, from the begin- 
ning, has been to make economic informa- 
tion available to everyone, especially those 
not trained in economics, and to make it 
understandable and easy to use. 


Nothing pleases the magazine’s editors 

and writers more than hearing someone 

say, after reading a Farmiine story, “Now | 
understand what that issue 
is all about.” 


FARMLINE cS 


Lf 





After Ceausescu, 
Romania Seeks Food 


omania wants more food for its people. 

The country’s economy, geared by the 
former totalitarian government to provide 
farm products mostly for export, now can- 
not satisfy domestic needs even at rationed 
levels. 


Early this year, Romania’s new govern- 
ment, formed in December, distributed lists 
of “urgently needed” food supplies to for- 
eign governments. It is making a particular 
effort to acquire meat and dairy products for 
residents of major cities, reports USDA 
analyst Miles Lambert, formerly of the Eco- 
nomic Research Service, who has been 
monitoring the news from Romania. 


Although Romania temporarily stopped 
food exports, the Soviet Union, which has 
been a major market for Romanian meat 
and dairy exports, has announced that it will 
continue to supply oil and gas without ask- 
ing for agricultural commodities in 
exchange. 


In February, the United States declared 
Romania a “friendly country,” making 
Romania eligible for concessional sales 


Slain dictator had paid off 
foreign debts with farm 
products. Now, the country 
should be a good credit risk 
for food sales. 


under Public Law 480, the Food for Peace 
program. Subsequently, U.S. Secretary of 
State James Baker, on a visit to Bucharest, 
announced that a food program valued at 
$80 million will go to Romania in conces- 
sional sales and donations. 


On March 13 the United States and Roma- 
nia signed two food aid agreements under 
P.L. 480. Under the concessional sales pro- 
vision, Romania will receive 185,000 tons 
of feed grains. Under the grants provision, 
the country will receive 315,000 tons of feed 
grains and 7,500 tons of butter. The feed 
grains will be made available both to private 
farmers and to state and cooperative farms. 





Yields for Major Crops in Romania Are Far Below Western European Levels 
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*Exciudes Spain and Portugal. **inciudes rye for Romania; refers to soft wheat and spelt for EC and France. 
Sources: Foreign Broadcast information Service December 31, 1989 (Romania) 
rance) 
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Also, the media reports that U.S. exporters 
are arranging to sell Romania substantial 
quantities of meat and dairy products. 


Romania's problems with food started dur- 
ing the regime of the overthrown Commu- 
nist dictator, Nicolae Ceausescu. “Instead 
of moving toward a market economy, as 
many other East European countries have 
done in recent years, the Ceausescu gov- 
ernment was not only resisting Soviet Pres- 
ident Mikhail Gorbachev's reform initiative, 
it was bent on doing just the opposite,” says 
Lambert. “The government sought to elimi- 
nate the private sector and put agriculture 
completely under centralized administra- 
tion.” 


One of the reasons the Ceausescu govern- 
ment held agriculture under such tight con- 
trol was that it was selling farm products 
abroad for hard currency. The regime 
wanted to pay off the country’s hard cur- 
rency debt by 1990, and it was doing this by 
shorting its own people’s food supply, says 
the analyst. 


Lambert says Romanian meat consump- 
tion eroded because of the forced exports. 
Consumption was down to an estimated 
114.4 pounds per capita in 1988, less than 
USDA estimates for 1980 of 132 pounds, 
then the lowest in Eastern Europe. 


“Food was rationed,” Lambert says, “but it 
is certain that actual supplies did not meet 
the level required for rationed distribution. 
In some urban areas, meat consumption 
may have been down to less than 44 
pounds per capita. There have been wide 
discrepancies in regional and seasonal 
consumption of meat.” 


Romania proposes to pay for food and feed 
imports with nonfood exports, says Lam- 
bert. However, the new government has 
allocated $175 million to pay for imports of 
consumer goods, including high-value 
foods. Lambert says that Romania should 
be a good credit risk for future food imports 
since it has paid virtually all of its foreign 
debts. 


Trade with the United States likely will 
increase if Romania is reinstated with Most 
Favored Nation (MFN) status. When the 
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Ceausescu government renounced the sta- 
tus in 1988 after holding it for 13 years, it 
was the leading East European exporter to 
the United States. The Ceausescu govern- 
ment had called the U.S. trade law's free- 
dom-of-emigration requirement for MFN 
status an interference in internal affairs. 
Lambert says the action forestalled an 
embarrassing revocation by the U.S. Con- 
gress on the grounds of Romanian human 
rights violations. 


The new Romanian government will permit 
free emigration, which is required under the 
Jackson-Vanik Amendment to the U.S. 
Trade Act of 1974. Lambert reports that 
Romania has requested the United States 
consider reinstating its MFN status. 


Future Romanian agricultural imports will 
likely be buoyed by consumer subsidies, 
says the analyst. Fearing uncontrolled infla- 
tion, the new government has established 
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retail food prices in state retail stores to 
“avert profiteering,” says Lambert. 


Crumbling Farm Base 

Romania could produce sufficient food for 
itself while having substantial exportable 
surpluses, says Lambert. However, after 
the damage done by the Ceausescu gov- 
ernment, the analyst says it is unclear to 
what extent its potential can be achieved in 
the 1990’s. 


Yields for most crops in Romania are the 
lowest in Eastern Europe and far below 
Western European levels, says the anaiyst. 
Most of the fertilizers, particularly the nitrog- 
enous ones, were exported, thus crops 
received too little fertilizer. Annual fertilizer 
applications had remained in the range of 
88 to 101 pounds per acre since the late 
1970's. Elsewhere in Eastern Europe the 
levels were 176 to 308 pounds. Although 





exports of fertilizer can be scaled back, the 
cost of importing raw materials for fertilizer 
production will be prohibitive, says Lam- 
bert. 


Low crop yields in Romania are also the 
result of too little irrigation and drainage. 
Canals are often silted, and soils salinized. 
In recent years investments to extend irri- 
gated areas were cut sharply. 


However, Lambert says that funds for 
drainage, irrigation, and other land 
improvements are likely to be scarce over 
the next several years because Romania 
will be trying to retool its industries. Much of 


its machinery deteriorated as a conse- 
quence of Ceausescu’s policy of minimiz- 
ing imports. 


Romania's livestock production also suf- 
fered in recent years because of poor har- 
vests, decreased imports of feed grains, 
and poor feeding practices. Included in 
Romania's “urgently needed” list is 1 million 
tons of feedstuffs, including 300,000 to 
400,000 tons of soybean meal or equiva- 
lent. 


Some organizational measures have 
already been taken to undo the negative 
effects of the Ceausescu era on agriculture, 
says Lambert. The Ministry for Contracting 
and Acquisition of Agricultural Produce, 
through which Ceausescu’s food export 
plans were funneled, has been dissolved. 
Its function has been transferred to other 
ministries that will align procurement with 
domestic needs. For example, the Central 


Department for Fodder Concentrates has 
been transferred to the Ministry of Agricul- 
ture and Food Industry, which will have 
information to ensure sufficient feed for live- 
stock. 


Measures particularly meant to encourage 
the private sector have also been 
announced. Land and farm inputs will be 
more available to private producers, and 
they may sell their output on the open mar- 
ket at any price. Private farmers now pro- 
duce 44 percent of all meat for domestic 
consumption, and 60 percent of milk, 40 
percent of vegetables, and 56 percent of 
fruit. 0 

[Based on information provided by USDA 
analyst Miles Lambert, formerly with the 
Economic Research Service, and econo- 
mist John Parker of the Agriculture and 
Trade Analysis Division, Economic 
Research Service.] 
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REPORTS IN THE NEWS 


Study Compares 
Wheat Farms 


U.S. wheat farms vary consider- 
ably from state to state and region 
to region. 


Planted wheat acreage, for exam- 
ple, ranged in 1986 from 52 acres 
per farm in Illinois to 458 acres per 
farm in Montana. 


This report provides a great deal 
of information about representa- 
tive farms in 12 major wheat pro- 
ducing states: Colorado, Idaho, 
Illinois, Kansas, Minnesota, Mon- 
tana, Nebraska, North Dakota, 
Oklahoma, South Dakota, Texas, 
and Washington. 


The basic information reported is 
from the 1986 Farm Costs and 
Returns Survey, which was con- 
ducted by USDA in February and 
March of 1987. Some compari- 
sons also are made with data from 
the 1982 Census of Agriculture. 


The study focuses on commercial- 
size farms by excluding those with 
total annual farm sales of less 

than $40,000. The report provides 
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information in the categories of 
farm income and expenses, land 
use and tenure, assets and debt, 
and farm labor. 


The Northern Plains (Minnesota, 
Montana, North Dakota, and 
South Dakota) had the largest 
share of U.S. wheat acreage and 
production in 1987 with 31 percent 
of planted acreage, 36 percent of 
harvested acreage, and 30 per- 
cent of total production. 


The top six wheat states in 1986, 
according to the report, were Kan- 
sas with 16.1 percent of total U.S. 
production, North Dakota 14.0 per- 
cent, Oklahoma 7.2 percent, Mon- 
tana 6.6 percent, Texas 5.7 
percent, and Washington 5.6 per- 
cent. 


Representative U.S. Wheat 
Farms by Michael E. Salassi. 
Published January 1990; 72 
pages; $11 ($13.75 to non-U.S. 
addresses). 


CRP Analyzed for 
Possible Benefits 


Potential benefits from the Conser- 
vation Reserve Program (CRP) 
include increased soil productivity 
and ground water supplies and 
improved water quality, air quality, 
and wildlife habitats. 


The authors of this report say the 
CRP could generate $6 billion to 
$14 billion in benefits to natural 
resources. The magnitude and dis- 
tribution of these benefits could be 
altered by emphasizing different 
goals for the CRP. 


At the time of the analysis, about 
23 million acres of cropland had 
been enrolled in the CRP—which 
has a goal of 45 million acres. The 
authors developed three scenarios 
for the enrollment of the remaining 
acres. 


The first, or baseline, scenario 
assumed the same pattern that 
had been followed in the enroll- 
ment of the first 23 million acres. 
Benefits of this scenario would 
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range between $6 billion and 
$13.6 billion. 


The second, or forestry, scenario 
assumed a redirection of CRP 
enrollment toward areas where 
trees would likely be planted on 
the retired cropland. Benefits 
would range between $7.2 billion 
and $15.7 billion. 


The third, or environmental, sce- 
nario assumed a redirection of 
enrollment toward areas sensitive 
to environmental degradation. Ben- 
efits would range between $6.8 bil- 
lion and $14.9 billion. 


Natural resources benefits vary 
widely among regions when differ- 
ent patterns of enrollment are 
examined. For example, the Lake 
States would realize the greatest 
benefits in the first two scenarios, 
and the Corn Belt would show the 
greatest benefits in the third. 


Natural Resources and Users 
Benefit from the Conservation 
Reserve Program by Marc 
Ribaudo, Daniel Colacicco, Linda 
Langner, Steven Piper, and Glenn 
Schaible. Published January 
1990; 52 pages; $8 ($10 to non- 
U.S. addresses). 





Technology Boosts 
Shrimp Farming 


mproved technology has enabled shrimp 

farmers to gain a larger share of the world 
market—26 percent in 1989, up from 2 per- 
cent in 1981. 


The lure of export earnings is one reason 
behind the rapid development of shrimp 
farming in China, Ecuador, Indonesia, Tai- 
wan, and several other countries, according 
to analyst Gary Vocke of USDA's Economic 
Research Service. 


The output of ocean-harvested shrimp has 
been relatively constant in recent years, but 
farm production has increased. 


Of the 4.85 billion pounds of shrimp sold on 
the world market in 1989, more than one- 
fourth came from aquaculture (seafood 
farming). Some 15 percent of the total sup- 
ply of shrimp is consumed in the countries 
where it is raised or caught and therefore 
does not enter export markets. 


The United States is at a comparative dis- 
advantage in shrimp farming, Vocke says. 
The climate in this country is generally not 
warm enough, suitable seacoast land is 
expensive, and labor costs are substantially 
higher than in the leading shrimp-farming 
countries. 
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China has become the 
leading supplier of shrimp 
to the United States. 


If increased world production results in 
lower prices, consumers would benefit. The 
shrimp farming boom of recent years has 
kept prices relatively stable, according to 
ERS economist Dave Harvey. 


Only Japan imports more shrimp than the 
United States. U.S. imports totaled more 
than 500 million pounds in 1988, valued at 
$1.7 billion. Shrimp accounted for over 30 
percent of the value of U.S. fish and shell- 
fish imports. In 1986-1988, the import price 
for all shrimp averaged about $3.55 per 
pound. 


During the first 6 months of 1989, U.S. 
shrimp imports totaled 231 million pounds, 
valued at $794 million. This was a 3-percent 
increase in quantity over a year earlier. 


China has become the 
leading supplier of 


se 


shrimp to the United States, providing 21 
percent (104 million pounds) of all shrimp 
imported in 1988. Just 2 years earlier, 
China’s exports to the United States were 
less than 21 million pounds. 


China, Ecuador, Mexico, and Taiwan 
accounted for 57 percent of U.S. shrimp 
imports in 1988. Of the four countries, only 
Mexico secures its shrimp primarily from 
ocean catch. Nearly all imported shrimp is 
frozen. 


U.S. per capita consumption of shrimp was 
an estimated 2.4 pounds in 1988. By con- 
trast, estimated per capita consumption in 
1989 was 70 pounds of beef, 68 pounds of 
chicken, and 63 pounds of pork. 


However, shrimp consumption in this coun- 
try did rise by 80 percent in 1980-88, with 
much of the increase possible because of 
imports. More than three-fourths of total 
consumption is now supplied by imports. 


Prices Vary by Size 

Shrimp are usually graded by size and sold 
by count (the number per pound). Counts in 
the seven or eight basic classes range from 
10 to more than 70 per pound. The smallest 
shrimp normally are cold water shrimp. Due 
to changes in supply and demand, prices of 
some sizes may be rising while prices of 
other sizes are falling. 


The U.S. government does not specifically 
monitor shrimp prices, since shrimp is a 
minor item in the long list of foods pur- 
chased by consumers. Supermarket prices 
for shrimp are often in the range of $5 to $10 
a pound, according to a check of recent 
advertisements in several U.S. metropoli- 
tan newspapers. 


In comparison, broilers averaged 85 cents 
a pound, pork products $1.83 a pound, and 
Choice beef $2.55 a pound, nationwide, in 
1988, according to the Consumer Price 
Index. 


Farm-raised shrimp are often the same spe- 
cies as those caught in the oceans by fish- 
ermen. It is easier to maintain quality with 
farm shrimp, Vocke says, because they can 
be moved immediately to a packing plant. 
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Shrimp Farming Output Increased Substantially While Shrimp 
Fishing Output Remained Stable During the 1980’s 


Million metric tons 


Ocean-harvested shrimp are usually kept 
on ice for extended periods before being 
delivered to packing plants. 


Shrimp farmers are considered more reli- 
able suppliers to export markets because 
they are not dependent on fluctuating 
availabilities of shrimp as are fishermen, 
Vocke says. However, major producers 
such as Taiwan and Ecuador have run into 
some production problems in recent years. 


Diseases on Taiwan's shrimp farms drasti- 
cally cut production, with exports falling 
from 50,000 tons in 1987 to less than 8,000 
tons in 1988. In mid-1989, about half of the 
shrimp ponds in Ecuador were empty 
because shifting ocean currents caused a 
shortage of young shrimp. 


Traditional shrimp farming, practiced for 
hundreds of years, consists mainly of trap- 
ping shrimp in coastal ponds and growing 
them there. But in the late 1970's and early 
1980's, high export prices encouraged 
farmers to raise shrimp yields by stocking 
their ponds with young shrimp caught by 
fishermen. With higher densities of shrimp 


18 


in the ponds, artificial feeding was required. 
Pumps and aerators also were needed to 
maintain water quality, Vocke says. 


The need for a reliable supply of young 
shrimp to stock ponds also stimulated pro- 
duction of shrimp larvae, according to 
Vocke. The first shrimp hatcheries limited 
their activities to spawning female shrimp 
caught in the ocean. Scientific advances 
made such hatcheries feasible, but other 
problems remain. 


More hatcheries now raise and mate shrimp 
in captivity, Vocke says, but because that 
process is costly, most hatchery-spawned 
shrimp still are from femaies caught in the 
ocean. 


The higher cost of hatchery-produced 
shrimp larvae is due, in part, to the expense 
of feeding them through a series of larval 
molts (steps in the maturation process). 
Different feeds are required at each of the 
five developmental stages. 


The plant and animal foods usually eaten 
by the shrimp larvae are expensive to grow, 
requiring both skilled labor and special 


equipment, Vocke says. Replacing these 
foods with lower cost, grain-based feeds is 
difficult because nutrients in the manufac- 
tured feeds dissipate into the water before 
the food is consumed. 


Researchers are hoping to encapsulate 
shrimp feed in a substance that will break 
down only in the digestive systems of the 
larvae, Vocke says. 


Such an advancement could create the 
potential for breeding programs to improve 
shrimp’s rate of growth, rate of feed conver- 
sion, disease resistance, and size. 


Such technological advances will be used 
mainly in other countries, however, 
because that is where shrimp farming is 
flourishing. U.S. shrimp farmers produced 
only 2.2 million pounds in 1988, while the 
nation’s shrimp fleet caught 331 million 
pounds. 


“Even the most optimistic projections for the 
U.S. industry indicate that it will never pro- 
duce more than a small percentage of total 
domestic consumption,” Harvey says. 


One area of opportunity for the U.S. shrimp 
industry could be markets for live shrimp, 
Harvey says. Premium prices would have 
to be charged to make live shrimp sales 
profitable, he adds. Shrimp farms in South 
Carolina and Texas are within shipping dis- 
tance of major population centers. 


A second area of specialization could be 
hatchery operations. These are suitable for 
the United States because they are indoors, 
require minimal space, and place an 
emphasis on technology. The larvae could 
be grown to maturity in regions that have a 
comparative advantage in climate, land, 
and labor costs. 


The United States also has been providing 
equipment and technical expertise to 
shrimp-farming operations in other coun- 
tries. And U.S. firms have been investing in 
shrimp farms around the world. L] 


[Based primarily on information provided by 
economists Gary Vocke of the Agriculture 
and Trade Analysis Division and Dave Har- 
vey of the Commodity Economics Division, 
Economic Research Service.} 
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Monthly Price Monitor 


USDA's February 1990 inflation-adjusted 
index of farm prices decreased 0.6% 
from January but was 2.7% above its 
year- earlier level. Corn rose to $2.35 per 
bushel, the highest level since last July. 
Wheat prices were down 17¢ to $4. 12, 


Corn’ 
$ per bushel 
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the lowest since September 1988. Soy- 
beans, at $5.59 per bushel, were up 2¢ 
from January's average. Cotton in- 
creased 2.8¢ to 65¢ per pound. Iceberg 
lettuce lost $1.86 to $3.25 per carton. Util- 
ity cows increased $2.91 to $52.79 per 
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hundredweight, reaching the $50 range 
the first time since September. Choice 
steers decreased 29¢ to $76.60 per hun- 
dredweight. Barrows and gilts lost 71¢ 
per hundredweight to $49.93. Broilers 
rose 5.6¢ to 64¢ per pound. 
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ERS: Economic Research 

for American Agriculture 

An historical account of the role of economic 
research in the success of American agriculture. 


16 1/2 minutes. 
Order No. VT001 $15.00 


Today and Tomorrow 
The U.S. Department of Agriculture’s Outlook 
program analyzes the current situation for U.S. and 
world crops, and provides a forecast of future 
supplies and prices. “Today and Tomorrow” is an 
overview of the USDA Outlook program from its 
beginning in the 1920's, to the current 
comprehensive program of research and analysis. 


23 minutes. 
Order No. VT002 $15.00 


The Need To Know 

Begins with a futuristic “what if?” opening, and then 
proceeds to outline the history, significance, and 
contributions of agricultural statistics and USDA's 
National Agricultural Statistics Service. 

23 minutes. 

Order No. VT003 $15.00 
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Your Hometown 

“Your Hometown” is an informative and entertaining 
look at small town rural America. Originally seen on 
public television stations nationwide, and narrated by 
James Whitmore, the program focuses on three rural 
communities where citizens use innovative thinking 
and teamwork to revitalize their own towns. 

1 hour. 

Order No. VT004 $15.00 


Alternative Agriculture: 
Growing Concerns 

Can U.S. farmers produce at a profit while practicing 
low-input, sustainable agriculture (LISA)? “Growing 
Concerns” investigates the benefits and drawbacks of 
LISA. An excellent overview, this documentary was 
originally seen as a five-part series on national 
television. 

19 minutes. 

Order No. VTO0S $15.00 


Ethanol: Economic and Policy Tradeoffs 
Ethanol can contribute to the national goals of 
energy security, a clean environment, and a healthy 
economy, but there are tradeoffs. 

25 minutes. 

Order No. VT006 $15.00 


To order, call toll free, 1-800-999-6779 
(8:30-5:00 ET in the U.S. and Canada) 
or write : ERS-NASS, P.O. Box 1608, 


Rockville, 





MD 20849-1608 

















